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Abstract 
European Union aims to increase the use of public-private partnership to achieve sustainable economic growth and to 
respond to the needs of European level, particularly to accelerate the development of trans-national infrastructure. Due to 
the economic and financial crisis caused a decrease in appetite for investment, but also due to risk-averse of the private 
sector, high value projects and the prolonged period of revenue return, the European Union seeks to give an impulse to 
public-private partnership projects by financial instruments. Thus, this paper aims to present the most appropriate financial 
instruments developed by the European Union that can be used in public-private partnership projects and analyze their 
influence on the use of these projects. 
 
© 2012 Published by Elsevier Ltd. Selection and peer-review under responsibility of the Emerging 
Markets Queries in Finance and Business local organization  
 
Keywords: public-private partnership; inovative financial instruments; European Union; infrastructure loan; 
1.Introduction 
The issue of innovative financing instruments is not recent, as innovative financing instruments falls in the 
2007-2013 financial programming. Despite this fact, the impact and role that they can play in the increase of 
the public-private partnership usage degree is not taken into account in the literature. This analysis is necessary 
because it is important to take into consideration all the factors that can have as effect the increase of the 
public-private partnership usage degree. The mobilization of financial resources and experimenting new 
combination methods of the public and private finances and creating new innovative financial investment 
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instruments, including through partnerships between the private and public sectors is important because it 
contributes to the sustainable economic growth and the sustainability of public finances, European Committee, 
2010. On the other hand, Member States are experiencing the emergence of new problems, such as sovereign 
debt crisis, which affects even more the ability to invest of the public sector and to meet the challenges it faces, 
Freshfields Bruckhaus Deringer, 2011. Thus, the analysis of the innovative financing instruments issue is 
important to determine the role they had in carrying out the investments at the European Union level and how 
they will be adapted in the future multi-annual financial programming to meet the challenges that both the 
European Union and its Member States face. This paper will be based on a practical approach and will involve 
a thorough analysis of the community legislation, various documents of the European Committee, European 
Investment Bank and case studies made at the community level. 
2.The legal frame regarding the public-private partnership in the European Union 
The public-private partnership is a financial instrument that draws advantages both for the public and private 
sector, European Committee, 2009. To establish the position of the European Union and to promote the use of 
the public-private partnership, at the community level numerous reports have been issued, that belonged both to 
the European Committee and some general directions. The most important of them all is the Green Card 
regarding the public-private partnership that has as purpose to establish a clear frame regarding the application 
of the community law rules on public contracts and concessions in the public-private partnership projects, 
European Investment Bank, 2004. Still, the Green Card has received criticism due to the fact that it would 
induce the idea that the public-private partnership represents the optimal solution for all type of project and that 
it would represent a solution of reduced complexity Hall, 2012. Another normative act issued by the Eurostat 
with direct effect on the public-private partnership is referring to its accounting and statistic treatment Eurostat, 
2004
public-private partnership to hide some expenses or accumulated debts to the public budget. We can affirm that 
the European Union seeks through different adopted rules that the public-private partnership is compatible with 
internal market rules on functionality, with the Stability and Growth Pact, the European legislation on public 
procurement and concessions, and competition rules.  
To induce a growth of the use of the public-private partnership, the European Union offers the possibility to 
finance these projects through structural funds or through innovative financial instruments. Their usage is 
benefic because private investments can be attracted in domains where the financial risk would be to big to 
innovative financing instruments are mentioned in several documents of the European Union, such as Europe 
2020 Strategy where it is said that the increase of deploying innovative financing instruments is being aimed 
Europe 2020 Strategy, 2010. Also, in the budget for Europe 2020, there is a special section dedicated to the 
financial instruments that will exist in the next multi-annual programming 2014-2020. 
3.The innovative financing instruments and their role in the public-private partnership development 
The innovative financing instruments represent a financing method of the budgetary expenses within the 
European Union applicable to other types of intervention than funding through grants. Through the innovative 
financing instruments the direct financing is not ensured, but the contribution consist in risk or indebtedness 
reduction tools, loans or guarantees. The aim of the European Union is not to replace funding through grants, 
but rather to supplement funds provided through grants. Until now, the Europea
small value, but in the 2014-2020 financial programming it is aimed for this value to grow. The innovative 
financing instruments will play a more important role as time goes by, both for obtaining the results of the 
Europe 2020 Strategy, European Commission, 2011, and for answering the financial needs and problems that 
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re important as the public finances haven been severely 
affected by the economic crisis, by the average deficits that reached up to 7%v of the Gross Domestic Product 
and debt levels that reach up to more than 80% of the Gross Domestic Product European Committee, 2010. At 
present, the financial needs for the construction of public infrastructure are estimated in Europe at 20 trillion 
EURO European Commission, 2011, from which only Great Britain needs 550 billion EURO. The main 
elements of this amount are represented by: 500 billion EURO for transport, especially TEN-T network, 1.1 
trillion EURO for energy and 268 billion EURO for communication. 
For the 2007-2013 financial programming, at the European Union level there are 25 innovative financing 
instruments, from which 14 internal and 11 external European Parliament, 2012, that have as priorities domains 
like developing the Small and Medium Institutions, energy, climate change, employment, research and 
innovation. In various cases, the financing instruments assume also the use of the public-private partnership, 
existing in this regard good practices registered in states such as Portugal, Greece, France and Ireland. The 
innovative financing instruments that exist at the moment of speech are represented in table 1, and the 
budgetary engagement reach almost 11.7 billion EURO. 
Table 1 Estimated budget allocation of  financial instruments by MFF 2007-2013 
MFF Heading or subheading Instrumentele financiare  Budget Allocation EUR 
million 
Sustainable growth - Competitiveness for 
Growth and Employment 
GIF, SMEG, CBS, RSFF, LGTT,  Marguerite Fund, 
EPMF, TTP, Elena, EEEF 
3054,3 
Sustainable growth - Cohesion for Growth and 
Employment 
JASMINE, JESSICA, JEREMIE, JASPERS 7391,4 
EU as a global player FEMIP, WBIF, NIF, GEREF, EFSE, GGF, 
LAIF,IFCA, EPIF 
1234,6 
EDF EU-ATIF, ACPIF  
Total commitments 11630,03 
Sorce: Overview of financial instruments used in the EU multiannual financial framework period 2007-
proposals for 2014-2020, p. 46 
 
Although the aim is toward the encouragement of the use of the public-private partnership through structural 
funds and innovative financing instruments, at the present the existing rules and the procedures used are pretty 
complicated, aspect that makes harder the already complicated process of closing public-private partnerships. 
-
private partnership is due to the fact that the Member States are responsible with managing the programs and 
there is no indication in the community legislation that will allow to make a complete unitary list with the 
projects in public-private partnership that received their financing through structural funds. Among the 
innovative financial instruments that can have an important impact on the increase of the usage degree of the 
public-private partnership we can count the initiatives JESSICA, JEREMIE and JASMINE. JESSICA has 
among the objectives to attract additional financial resources for public-private partnerships for urban 
development in the European regions. The contribution of this initiative can be achieved by providing loans, 
equity or guarantees. European Investment Bank, 2010. Until the year 2012, projects with financial 
contribution of Jessica have been registered only in nine states, and the total value of the projects is 1.7 billion 
EURO, the most important being registered in Poland, Great Britain, Italy and Greece, European Investment 
Bank, 2012. The JEREMIE initiative offers Member States of the European Union the possibility to use a part 
of the European structural funds to finance the Small and Medium Institutions through equity, loans or 
guarantees, through revolving fund participation. Until the year 2012, through the Jeremie initiative there have 
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been made investments of almost 1.17 billion EURO, the most important being registered in Greece, Italy, 
Lithuania and Bulgaria. But there are some risk-sharing tools, such as Risk Sharing Finance Facility RSFF or 
Loan Guarantee Ten Transport LGTT. LGTT was established in 2008 in order to attract the private sector 
participation in financing the TEN-T projects. This instrument assumes some risk transfer that is inherent to 
some public-private partnership projects, especially in its first year of operation. The major benefit for projects 
is the enhancement of its financial viability, as well as the increase of the general quality of credits European 
Committee, 2010. At present the Committee has approved 120 major infrastructure projects in 12 states, from 
which 74 road projects and 46 railway projects. The first project in public-private partnership that uses the 
LGTT instrument is represented by the IP4 highway Amarante  Vila Real from Portugal European Investment 
Bank, 2011. The concession period is 30 years and the project involves the implementation of five interchanges 
to the existing ones, the construction of 27 new major structures and the expansion of three other structures. 
The European Investment Bank has offered two types of products to the lessee: 180 billion EURO through 
SFF, Structured Finance Facility and 20 billion EURO through LGTT. The Risk Sharing Finance Facility 
RSFF is an innovative credit risk sharing instrument that supports the public-private partnership projects in the 
research, technological developments and innovation domain. Since this facility has been launched, 4.4 billion 
EURO have been approved for loans, until the year 2010 being closed 16 partnerships with the private sector 
and 16 partnerships with public organizations. Based on established technical assistance products, new 
technical assistance activities are being developed, being in tight connection with the projects financed by BEI. 
The European assistance facility for local energy ELENA is an example of a new product that will sustain the 
public investment in the energetic efficiency, renewable energy and clean transport. The European Expertise 
Centre in the public-private partnership domain EPEC is another initiative developed in partnership with DG 
REGIO. EPEC supports the public-private partnerships for the infrastructure investments, by sharing and 
transferring the knowledge, experience and best practices. Another task is to examine the potential obstacles 
due to national or European rules and procedures that may hinder the implementation of public-private 
partnership projects. The financial contribution that the innovative financing instruments may have on public-
opportunities for the public authorities and private developers and are not used effectively yet. This is due to 
rather complicated procedures for their use, but also to a lack of expertise of human resources, both at the level 
of the authorities dealing with the management at national / regional level and potential beneficiaries. 
4. The benefits of the innovative financing instruments usage in the public-private partnership projects 
The innovative financing instruments have as main objective to ensure the financing in priority domains of 
the European Union, such as innovation and development, sustainable development, creating jobs, etc. The 
failures of the market that require such an additional financial contribution, but also to the economic and 
financial crisis that have affected the credit rating, access to credit, the increase of the interest rates, etc. Still, 
the effects of the usage of these instruments do not limit themselves to only the ones of financial nature, but 
also to the ones of non-financial nature, such as the qualitative increase of some markets, a less fragmented 
European Union market, national policies focused on increase and innovation, etc. European Committee, 2011. 
The innovative financial instruments can be used where they will have better result than the traditional 
financing through grants. Thus, they represent a financing alternative for the public-private partnership 
projects, especially since they represent a way to supplement the incomes that can be obtained through grants 
or can ease the access to financing through the increase of the credit rating or by guarantees. For the projects in 
public-private partnerships, this is an important aspect as more sources can combine to finance projects, such as 
loan grants or guarantees For example, grants from the European Union, contributions from the Member States 
can combine, as well as loans from European development banks, such as: BEI, BERD and national banks. 
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According to each region and the purpose targeted, to encourage the involvement of the private sector in major 
public-private partnership projects, the following can be used: grants for direct investments, loan guarantee 
mechanisms, risk-capital, technical assistance and interest rate subsidies. This aspect is important because after 
the economic and financial crisis, at a global level it has been registered a decrease of the public-private 
partnership project number due both to the fact that the banks grant loans harder and the fact that the credit cost 
has increased Burger et al., 2009.Another advantage of using innovative instruments is represented by the 
leverage effect they determine. The multiplication effect differs according to each type of financial instrument 
at hand, the economic sector to whom it is addressed and the social- economic conditions of the place where it 
will be implemented. 
5. The financial innovative initiatives for public-private partnerships for 2014-2020 multi-annual 
financial programming 
For the 2014-2020 multi-annual financial frame two types of such instruments are being developed: 
equity/venture capital and debt. Through these instruments the indirect supply of financial resources for 
investments are being aimed, especially encouraging the participation of private investors among the public 
ones. The objective of the usage of the innovative financing instruments is to attract private investments in 
development of the private sector is being desired because it is the only way to determine the increase of the 
employment number, development and innovation, to use the public-private partnership in the construction of 
road infrastructure in the European Union and to mobilize private investments to deliver public goods, but also 
in domains considered more innovative, but priorities for the European Union: environmental protection or 
climate change, European Commission, 2011. The innovative financing instruments for the 2013-2020 
financial programming have decreased to 6 and are aiming mostly to continue making the objectives form the 
previous financial programming. For example the RSFF financial instrument will be extended with a value of 
1.13 billion EURO to finance risks for the implementation of the SET Plan projects. The evaluations made at 
positive in general, but a greater coherence and uniformity is required. Also, it is aimed the implementation of 
new risk sharing mechanisms for the 2013-2020 multi-annual financial programming through which it is aimed 
the increase of the finances volume. A new innovative financing instrument that is seeking the increase of the 
usage degree of the public-private partnership at a local level in the European Union states is represented by 
2020 Project Initiative Bond that aims to open capital markets to make project such as greenfield by involving 
the private sector with the support of the European Investment Bank. This initiative is desired to be fully 
operational in 2014 and will offer loans and/or guarantees through loans from the European Investment Bank 
for bonds issued by project companies carrying out investments for the infrastructure. Through this project it is 
desired at the European level to be filled the space left after the disappearance of the monoline insurances that 
had as purpose the insurance of the financial instruments at thus the increase of the credit rating. The 
investors to the financing on the capital markets of the projects 
with stable cash-flow potential and predictable through the enhancement of crediting through bonds on the 
project issued by private companies. The intention is to support the capital market in project financing as a 
form of completing the credits, not to replace other financing sources, such as subsidies, and neither by 
interfering in the previous financial steps, such as feasibility studies, public acquisitions evaluations or, in case 
the subsidies are also used on a large scale.  
6.Conclusions 
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The economic and financial crisis had strong effects on the number and value of the public-private 
partnership projects by decreasing the bank credit offer and other credit forms, but also by damaging the 
financial conditions for the credit of these projects. In this regard, the European Union aims to reach the 
priorities established by creating a frame that will encourage the implementation of investments through public-
private partnerships. The innovative financing instruments do not aim to replace grant financing, but, according 
to the financial instrument that has been used, to make the project more viable, to ease the access to credits, to 
assure technical assistance. At present, there is no record of a bigger number of public-private partnership 
projects that use both innovative financing instruments or structural funds, due to both the increased difficulty 
ack of specific 
human resources capabilities inside the public sector. Also, the public-private partnership projects involve 
community financing and can be negatively perceived because of the rigorous compliance of the community 
procedures. The impact that the innovative financing instruments had both on the economy of member states 
and on public-private partnership projects is hard to analyze at present. It can be analyzed only at the end of the 
2007-2013 multi-annual financial programming, but even this will be hard because they are managed at 
national level and there is no community stipulation that mentions the necessity of this report. Despite this, to 
promote their use in public-private partnership projects, the development of a good set of practices is needed, 
that it is able to be reproduced at large scale, as well as offering a long term assistance by the European 
Expertise Centre in the public-private partnership domain. 
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